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Wllﬂi Tommy G. Thompson, Governor

JoeLeean, Secrerary [yIIRS SUPPORT OF SB 417

SB 417 amends Chapter 149 of our Wisconsin Statutes to distinguish between the setting of
HIRSP premium rates for Plan 2 versus those of Plan 1. The HIRSP Board of Governors and
DHEFS support this bill as necessary to avoid the drastic increases of Plan 2 premiums that would
now be necessary to bring Plan 2 rates in adherence with a strict interpretation of the statutes.

SB 417:

* Eliminates the requirement that HIRSP Plan 2 premiums be set based on a "standard risk rate."

* Allows the program to have the discretion, responsibility and authority to set HIRSP Plan 2
premiums based upon comparable claims costs, enrollment, industry trends, and other factors
as deemed appropriate by the board and the department.

Background:

The State's Health Insurance Risk Sharing Plan offers two basic plans of coverage: "Plan 1" is
the general major medical expense coverage, while "Plan 2" refers to the HIRSP plan available
to persons eligible for Medicare (providing coverage for services not covered under Medicare).
There are currently 1,263 Plan 2 policyholders out of 7,655 HIRSP policyholders in total. Most
Plan 2 policyholders are 55-64 years old and fairly evenly split between males and females.

Current statutory language requires that in general HIRSP premiums be set at no less than 150%
and no greater than 200% of the rate that a standard risk would be charged under an individual
policy providing substantially the same coverage and deductibles as are provided under HIRSP.
However, Plan 2 premiums have never been set based upon the "standard risk rate," because until
November 1999 there had never been established a comparable standard market policy. Instead,
the HIRSP Board of Governors has always reviewed and approved Plan 2 premiums in relation
to Plan 1 premiums based upon the relation of Plan 2 claims costs to Plan 1 claims costs.

Actuarial Information:

Recently, a legislatively directed actuarial study was conducted to check for the existence of a
standard market individual policy that is comparable to what HIRSP offers under Plan 2. After
applying a benefit level adjustment factor to account for the vast discrepancy in deductibles and
co-insurance required in the standard market, the actuarial study constructed such a comparison.

The study found that Plan 2 premiums would need to be increased by 66% in order to be at the
lowest level permitted by current law. '

As a result of identifying such a comparison in the marketplace, Legislative Council has found
that the requirement to set premiums in the manner prescribed under s. 149.143 applies to both
Plan 1 and Plan 2 policies. If Plan 2 policy premiums were hiked to the mandatory minimum of
150%, the annual premium for a male enrollee who is 60 years of age or older would increase
from $4,308 to $7,143. This represents an increase of $236.25 per month, or 66%.

Note: This proposal does not alter the current distribution of plan funding. Plan costs will
continue to be reconciled in accord with the current distribution of plan funding.
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The bill provides that the rates for the alternative, reduced-benefit coverage provided to persons who are eligible for
Medicare must be determined on that basis of 1.) Comparison between the average per capita amount of covered
expenses paid by HIRSP in the previous calendar year on behalf of persons who are eligible for Medicare and the
average per capita amount of covered expenses paid by HIRSP in the previous calendar year on behalf of persons not
eligible for Medicare; 2) HIRSP enroliment levels of persons who are eligible for Medicare; and 3) other economic
factors that DHFS and the HIRSP board consider relevant. Under the bill, on the premiums for the general major-
medical coverage for persons not eligible for Medicare must be set between 150% and 200% of what a standard risk
would pay for the same coverage and deductibles. The bill also provides that if, in order to cover HIRSP expenses,
premiums for persons who are not eligible for Medicare are increased above 150% of what a standard risk would pay,

premiums for the coverage provided to persons who are eligible for Medicare must be increased by a comparable
amount. ‘

Itis estimated that this proposal would not alter the current funding levels, funding distribution or ex

penditures of the
HIRSP program. Therefore it is estimated that the proposal will have no fiscal effect. 1
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